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INCOME 

Total revenues 

Earnings before extraordinary item 
Extraordinary income 


Total earnings and extraordinary item 


PER COMMON SHARE 
Earnings before extraordinary item 
Total earnings and extraordinary item 


Dividends paid on common shares 


FINANCIAL 
Working capital 
Total assets 
Long-term debt 
Shareholders’ equity 
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1,045,930 
4,386,694 
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67,771,048 
22,869,823 
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PRESIDENT’S REPORT 


lt is with great pleasure that | am able to report, on 
behalf of your Board of Directors, earnings for 1973 
which on a fully taxed basis amounted to $1.70 per 
common share as compared with $0.51 per share in 
1972. Tax recoveries as a result of losses sustained 
in previous years brought total earnings to $2.26 per 
share as compared with $0.58 last year. 


| am sure that | speak for each of our shareholders 
in expressing our appreciation and gratitude to our 
2,800 officers and employees for their excellent 
efforts during the year, and to welcome the 600 
employees that became part of our organization 
during the year as a result of the growth of some 
divisions and the acquisitions within others. 


Among the many changes that have taken place in 
your Company since 1970 has been the appointment 
of virtually all senior executive personnel to their 
present positions. | am proud of this new and young 
team, and | believe that they have been the signi- 
ficant factor in our success in 1973. Our ability to 
attract and retain such a group is by far the best 
assurance that your Company can have of continued 
growth. Among the material enclosed with this 
report is a new corporate brochure which sets out 
the members of our team and the operations they 
manage. 


You will no doubt notice that we have greatly 
expanded our annual report this year in order to 
provide you with an insight as to how we derive our 
gross revenues and operating profits, as well as the 
degree to which we have committed the resources 
of your Company to our various business operations. 
As a result of providing this expanded information 
elsewhere in the annual report, | will not refer here 
io as many of the individual amounts as has been 
customary but will confine my comments for the most 
part to the outlook for 1974. 


First, however, let me review with you the financial 
resources with which we entered 1974. With regard 
to working capital and shareholders’ equity we have, 
at last, recovered much of the ground lost in 1970. 


In doing so we have developed a highly leveraged 
position in that our long term debt is roughly equal 
to our total equity position. Most of this debt is really 
of a medium term nature in that approximately 
$18,000,000 falls due in the next five years. 


As indicated in note 4 to the financial statements, we 
have prepaid about $2,000,000 of 1974 maturities. 
This was done on the one hand as a means of 
obtaining the highest yield on temporarily surplus 
funds, and on the other to relieve any potential strain 
on 1974 cash flow. In effect these prepayments have 
provided us with a period of about two years in which 
to restructure this debt probably by way of a com- 
bination of the sale of the remaining marketable 
securities and the issue by the Company or some 
of its subsidiaries of bonds or debentures. This latter 
would permit the extension of repayment terms over 
a period more logically called long term. 


Turning now to 1974, we note that the most recent 
economic forecasts for Canada indicate a rate of 
growth in our economy which, although lower than 
last year, is nonetheless quite significant at around 
5% in real terms. However, the concerns of inflation 
and shortages of raw materials and other goods will 
be with us throughout 1974 and will continue to 
provide a major challenge in the form of avoiding 
a cost price squeeze in the case of inflation and 
disruption of our production facilities in the case of 
the shortages mentioned above. 


Offsetting these negative factors is the record back- 
log of unfilled orders in virtually all of our divisions. 
The Steel Fabrication Group is benefitting from 
increased activity in the capital goods sector, particu- 
larly for storage facilities in the petroleum industry. 
The Professional Services Group is also influenced 
by the capital goods sector, particularly the numerous 
large government projects underway such as the 
James Bay Project. The Metal Powders Group is 
continuing to operate at capacity and like several 
other divisions will benefit for the full year in 1974 
from an acquisition made during the course of 1973. 
We feel we have corrected the problems in the Dis- 
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PRESIDENT’S REPORT (cont'd) 


play Communications Group and expect it to show 
a considerable improvement. Our Western Ski Oper- 
ations have reported an encouraging rate of increase 
in volume for the first two months in 1974, although 
in Eastern Canada we have suffered from very poor 
weather conditions so far this year. New orders in 
our Furniture Group run counter to the widely held 
opinion that consumer expenditures are expected to 
decline during the year. We feel that in this last case 
a decline in expenditures for such products as 
automobiles is masking a modest increase in expen- 
ditures for furniture; and, in addition, furniture 
dealers are attempting to rebuild inventory positions 
depleted by the surge in sales last year. 


We are looking forward with confidence to a very 
successful year with substantial growth in revenues 
and earnings. 


Accordingly, your Directors have approved the 
reinstatement of regular quarterly dividends on com- 
mon shares at the rate of 5 cents per share, payable 
on March 29, 1974 to the shareholders of record on 
March 22, 1974. 


J. Claude Hébert, President 


March 15, 1974 Montreal 
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EARNINGS AND FINANCIAL REVIEW 


EARNINGS 

Gross revenues . ot 

Operating and administrative expenses 
Depreciation and amortization 

Interest expenses 

Minority interests 

Income taxes . 

Earnings (loss) before extraordinary items 
Extraordinary items — net 


Total earnings (loss) and extraordinary items 


EARNINGS (LOSS) PER COMMON SHARE 


Earnings (loss) before extraordinary items 
Total earnings (loss) and extraordinary items 


FINANCIAL — at year end 

Working capital . 

Net fixed assets . 

Total assets 

Long-term debt 

Shareholders’ equity 

Number of common shares outstanding 


“Interest expense on long term debt only. 


1973 1972 1971 
$77,513,286 $58,477,354 $50,749,215 
67,087,066 53,022,576 48,550,084 
2,171,098 1,572,904 1,322,760 
2,187,910 Wel eee 1,335,591 
35,638 54,458 37,990 
2,690,810 1,301,378 292,795 
3,340,764 1,104,817 (790,005) 
1,045,930 132,266 235,814 
$ 4,386,694  $ 1,237,083 $ (554,191) 
$1.70 $0.51 $(0.52) 
2.26 0.58 (0.39) 
17,520,778 11,989,677 11,839,650. 
23,825,791 20,491,956 14,706,552 
67,771,048 52,070,432 39,200,178 
22,869,823 15,935,518 10,629,010 
22,104,648 17,864,828 17,381,963 
1,885,885 1,835,885 1,835,885 


Some additional information is useful when examining the 
above comparative numbers. As the result of a number of 
decisions made during the period shown, the composition 
of the company has undergone a substantial change. 


In 1968, investments in securities equalled 28.5% of total 
consolidated assets, whereas in 1973, they represent only 
4.9% of assets. 


Since 1968, the company has withdrawn from a number 
of operations which were unprofitable; these include the 
aircraft, aerospace and stevedoring activities. The latter 
was accomplished in 1971 with the sale of the assets of 
the Eastern Canada Stevedoring Division which had, from 


1968 to 1971 inclusive, accounted for 35% of consolidated 
revenues. 


The first venture into the furniture industry was made in 
1968 with the acquisition of Henderson Furniture Limited 
and Princeville Furniture Limited. A number of other com- 
panies have been added in 1972 and 1973 so that the 
Furniture Group now accounts for 24.5% of total corporate 
assets and 23.4% of consolidated gross revenues. 


The Steel Fabrication Group only came into existence in 
1972 with the acquisition of the Toronto Iron Works, Lim- 
ited. This group, in 1973, generated 31.5% of consolidated 
revenues. 
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1970 


$68,417,231 
67,970,739 
1,922,758 
2,264,146 
(108,344) 
333,515 
(3,965,583) 
(3,083,968) 
$(7,049,551) 


8,363,731 
16,936,352 
52,800,893 
10,792,708 
17,936,154 

1,835,885 


1969 


$83,217,415 
79,304,819 
2,328,646 
1,142,894* 
190,950 


673,972 


(423,866) 
oe Nemes 


9 2,091,731 


$ (0.33) 
1.51 


14,523,805 
23,570,932 
65,635,673 
14,084,677 
29,177,261 

1,547,991 


1968 


$64,992,754 

61,027,262 

1,447,641 
1821227, 
(108,615) 


1,331,128 


513,216 
3,859,528 
$ 4,372,744 


$0.22 
2.47 


13,546,297 
22,024,590 
69,431,726 
16,438,124 
22,122,994 

1,762,143 


mp wo Ff 


GROSS REVENUES 


(in millions of dollars) 


100 —————-NYNYNNNN 100 


EARNINGS (LOSSES) BEFORE EXTRAORDINARY ITEMS 


(in millions of dollars) 


68 69 70 vA 72 73 


SHAREHOLDERS’ EQUITY 


(in millions of dollars) 


800 pa 
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PRINCIPAL OPERATING COMPANIES 


FURNITURE GROUP 


Radisson Furniture Limited 


Henderson Division (2 plants) 
St. Lambert, Quebec 


Princeville Division 
Princeville, Quebec 
Radisson Furniture (Quebec) Limited 


Marius Ouellet Division 
Disraeli, Quebec 


Royal Chesterfield Division 
Victoriaville, Quebec 


Thibault Division 
Ste. Thérése, Quebec 


Opus Furniture Inc. 
Ste. Thérése, Quebec 


industries Bourassa (1973) Limitée 
St. Raymond, Quebec 


STEEL FABRICATION GROUP 


Toronto Iron Works Holdings Limited 
Toronto, Ontario 


GC. £. Macpherson (1968) Limited 
Kingston, Ontario 


Wimco Steel Sales Company Limited 
Rexdale, Ontario 


Central Bridge Company 
Trenton, Ontario 


RESORTS GROUP 


The Chantecler Hotel (1971) Ltd. 
Ste. Adéle, Quebec 


Sunshine Village Division 
Sunshine Valley, Alberta 


Garibaldi Lifts Ltd. 
Whistler Mountain, British Columbia 


PROFESSIONAL SERVICES GROUP 


Professional Services Division 
Ville LaSalle, Quebec 


The Kleinfeldt Group Limited 
Mississauga, Ontario 


Contréle Technique Appliqué Ltée 
Ville LaSalle, Quebec 


Bégin, Charland & Valiquette (1972) Lid. 
Montreal, Quebec 


Cunningham & Rivard Appraisals Ltd. 
Vancouver, British Columbia 


METAL POWDERS GROUP 


International Bronze Powders Ltd. 
Valleyfield, Quebec 


United States Bronze Powders Inc. 
Flemington, New Jersey 


Canbro (U.K.) Limited 
Royston Herts, England 


DISPLAY COMMUNICATIONS GROUP 


Trans-Ad Division 
Montreal, Quebec 


Tek Plastics Limited 
Mississauga, Ontario 


Wilson Plastic Signs Limited 
Mississauga, Ontario 


Neon Contractors Ltd. 
Calgary, Alberta 
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FINANCIAL REVIEW BY SEGMENTS 


TOTAL ASSETS GROSS REVENUES OPERATING PROFITS 
(in thousands) (in thousands) (in thousands) 
1973 1972 1971 1973 1972 1971 1973 1972 1971 
FURNITURE $16,594 $7,300 $ 4,900 $18,145 $ 8668 $ 6,381 $ 3,013 $1,239 $ 660 
Sees 

FABRICATION 17,615 12,955 — 24,390 20,007 — 2,411 1,620 —_ 
RESORTS 9,272 10,847 9,823 6,442 5,892 5,590 1,357 783 745 
PROFESSIONAL 

SERVICES 5,422 4,509 3,382 7,426 7,160 6,251 610 262 267 
METAL POWDERS 9,093 6,174 5,418 12,788 8,898 8,487 1,100 424 398 
DISPLAY COM- 

MUNICATIONS 4,101 2,936 2,920 7,732 MATTE 6,781 299 383 199 
OPERATING 62,097 44,721 26,443 76,923 57,402 33,490 $8,790 ons 7 eee oo 
DISCONTINUED 

OPERATIONS 12 05 4,612 — 528 16,725 
CORPORATE and 

INVESTMENTS 5,662 6,244 8,145 590 547 534 
TOTAL $67,771 $52,070 $39,200 $77,513 $58,477 $50,749 


RECONCILIATION OF OPERATING PROFITS TO EARNINGS 


1973 1972 1971 

(in thousands) 
SDSraOO LE ROMGr ta acs eon % eae ap ara ste aac ac oes NE eee $ 8,790 $ 4,711 $ 2,269 
Invesunencincame notalready inclided New ee aa ee 386 467 484 


9,176 5,178 2,753 


PesgereiOmizeuon OF GOOGWII UA Puente mia etod. - <5 «+ cfc aan! Whres, Stare tsi pa 170 72 — 
Nellosses On. ciscontinued. Operations... 62 ee oe ee en 336 146 668 
POOLE TACIHINIGUAON keer, och yale rk. “alpaRy w ee Rags kur gee at wah’ 946 857 1,007 
Investments — other net expenses (profits). . 2. . 2. 1. 6. 6 ew ee ee (529) 78 201 
Kieraat eROeriSeSC ci Lee aS ae att. CORA nn ee eS 2,188 1,421 1,336 
IOC AMOS rien) re MEE OS Oa Me in, aera) te 2,691 1,301 293 
Decrease (increase) in equity of associated companies . . . . » » ss ws (3) 144 —— 
PER OPMMIN GL Gate AON: ocyn PON Ce hk Fu oe ee Ve aS Sag ata 36 54 38 


Earnings (loss) before extraordinary items . 2. 2 6 6 ee ee ee $ 3,341. $. 1,105. $~ (790) 


WARNOCK HERSEY INTERNATIONAL LIMITED 


and subsidiary companies 


OPERATIONS REVIEW 


OPERATING REVENUES BY INDUSTRY GROUP 


(in millions of dollars) 


FURNITURE 


STEEL FABRICATION* 


RESORTS 


PROFESSIONAL SERVICES 
METAL POWDERS 

1973 

DISPLAY COMMUNICATIONS 1972 
1971 


25 30 “Acquired 1972 


OPERATING ASSETS BY INDUSTRY GROUP 


(in millions of dollars) 


FURNITURE 


STEEL FABRICATION* 


RESORTS 


PROFESSIONAL SERVICES 
METAL POWDERS 
DISPLAY COMMUNICATIONS 


1973 
1972 
1971 


15 20 *Acquired 1972 
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OPERATIONS COMMENTARY 


FURNITURE GROUP 


Throughout the year this group experienced unprece- 
dented demand for its products, despite higher selling 
prices brought about by rapidly escalating costs, particu- 
larly the cost of wood. The main problem was trying to 
keep order backlogs at manageable levels. As a result, 
the furniture factories were constantly operating at 
capacity. 


The decision to approve the expansion of the Marius 
Ouellet plant at Disraeli at an estimated cost of 
$2,000,000 resulted from the extent of the demand for 
this line of furniture. This addition to the plant, when 
completed and fully operational, should double the 
production capacity. 


During the year, the following acquisitions were made 
within the furniture group — Royal Chesterfield Inc., to 
provide a vehicle to more effectively move into the 
upholstered market; E. Thibault Ltée, a manufacturer of 
quality furniture of a unique Quebec design; Opus Furni- 
ture Inc., a producer of office furniture; and Industries 
Bourassa Ltée, a modern lumber operation in Quebec. 


OPERATING PROFITS BY INDUSTRY GROUP 


(in thousands of dollars) 


FURNITURE 


STEEL FABRICATION” 


RESORTS 


PROFESSIONAL SERVICES 


METAL POWDERS 


DISPLAY COMMUNICATIONS 


STEEL FABRICATION GROUP 


In 1973 there was a significant increase in earnings as 
volume rose in the plate fabrication division. Due to the 
rail strike and labour problems at the field erection sites, 
completion of a number of contracts was delayed. This 
has postponed the recording of some earnings from 1973 
to 1974. 


Near the mid-year, C. E. Macpherson (1968) Ltd., a 
manufacturer of pressure vessel heads, was purchased. 
The addition of this company provides a natural supple- 
ment to the operations within this group. 


The steel processing services performed by Wimco Steel 
Sales Ltd. were in great demand during the entire year. 
Certain assets of Steel Distributors Ltd. were purchased 
in 1973. This company had been providing steel services 
similar to those of Wimco Steel Sales Ltd. A new 
$3,000,000 plant is to be built at Oakville, Ontario to 
house these two operations. 


1973 
1972 
1971 


3,000 *Acquired 1972 


OPERATIONS COMMENTARY (cont’d) 
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RESORTS GROUP 


The Chantecler Hotel operation in Ste. Adéle, Quebec 
fell short of expectations due to a poor ski season brought 
about by adverse weather conditions. This was partially 
offset by an increase in convention business. These 
conventions were obtained as a result of a concentrated 
sales effort. The net results, while less than anticipated, 
showed a substantial improvement over previous years. 


The Garibaldi and Sunshine Village ski operations in 
Western Canada benefited from fine snow and. weather 
conditions. Skier traffic increased, and justified the major 
expenditures made in recent years to improve the facil- 
ities in both these areas. 


Two of the smaller motel facilities, formerly connected 
with the western operations, were sold during the year. 
These disposals account for the drop in assets employed 
by this group. 


PROFESSIONAL SERVICES GROUP 


Throughout 1973, this group placed particularly strong 
emphasis on the sales function. This was combined with 
a constant evaluation of the services provided and devel- 
opment of new services. The results of these efforts were 
most gratifying. Revenues continued to increase while 
operating profits showed an attractive improvement. 


By way of expansion, a Vancouver based appraisal 
company, Cunningham & Rivard Appraisals Ltd. was 
purchased during the year. 


Formerly the educational services, based in California, 
had been included with this industry group. However, this 
company was not maturing at an acceptable rate and 
arrangements were made for its disposal late in the year. 
lts results have been excluded from the accompanying 
industry group graphs and statistics. 


METAL POWDERS GROUP 


The metal powders group saw a heavy demand for its 
products during 1973. Throughout most of the year the 
plants operated. at capacity levels, which allowed an 
enhanced product mix. Late in the year, due to lack of 


availability of additional raw materials, some possible 


markets could not be further exploited. Overall, significant 
advances were recorded. 


A. major expansion took place in the United States 


operations, with the purchase of the inventories and — 


operating facilities of the Valley Metallurgical Processing 
Co. Inc. at Haskell, New Jersey. This purchase increases 


our share of the United States market for aluminum paste 


and powders. 


The new plant of Canbro (U.K.) Limited, in England, came 
on stream in mid 1973. By year end, they were operating 
at capacity and contemplating the need for enlarging 
their production facilities. 


DISPLAY COMMUNICATIONS. GROUP 


Due to effective selling in both eastern and western. 
regions, total revenues and subsequently earnings of the 


transit advertising division were increased. New contracts 
have been signed with a number of transit authorities and 
other contracts renewed. 


The plastic sign operations expanded with the acquisition 
of two companies — Wilson Plastic Signs Limited in 
Toronto and Neon Contractors Ltd. in Calgary. This will 
increase the volume to be produced at our Toronto plant 
and also improve our representation in Western Canada. 


Initially, the plastic sign division experienced some 
slowdown in customer order releases. Production prob- 
lems were then encountered and compounded by the 
difficulties involved in integrating the new subsidiaries. 
However, it is believed that these problems are now well 
in hand and improvements are anticipated. 
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FINANCIAL STATEMENTS 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS, 
WARNOCK HERSEY INTERNATIONAL LIMITED 


We have examined the consolidated balance sheet of 
Warnock Hersey International Limited and subsidiary com- 
panies as at December 31, 1973 and the consolidated 
statements of earnings, retained earnings and changes in 
working capital for the year then ended. Our examination 
of the financial statements of Warnock Hersey International 
Limited and those subsidiaries of which we are the audi- 
tors included a general review of the accounting proce- 
dures and such tests of accounting records and other 
supporting evidence as we considered necessary in the 
circumstances. For other companies which have been 
consolidated, we have relied on the reports of the auditors 
who have examined their financial statements. 


In our opinion, based upon our examinations and the 
reports of the other auditors, these consolidated financial 
statements present fairly the financial position of the com- 
panies as at December 31, 1973 and the results of their 
operations and the changes in their working capital for the 

. year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with 
that of the preceding year. 


Campbell, Sharp, Nash & Field 
Chartered Accountants 


Montreal, February 15, 1974. 
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CONSOLIDATED STATEMENT OF EARNINGS 
for the year ended December 31, 1973 


1973 


1972 


INCOME 
Gross revenue from operations $76,923,357 $57,930,244 
Income from investments 589,929 547,110 
EXPENSES TARR ACS LCT a 
Operating and administrative 67,090,163 52,878,933 
Depreciation and amortization . 2,171,098 1,572,904 
Interest on long-term debt 1,736,354 1,206,946 
Other interest 451,556 214,275 
Income Taxes oye SU CWUE A Ha Ye Ate Cr UN Be 2,690,810 1,301,378 
Decrease (increase) in equity of associated companies (Note 1) (3,097) 143,643 
Minority interest . 35,638 54,458 
EARNINGS BEFORE EXTRAORDINARY ITEM . 3,340,764 1,104,817 
EXTRAORDINARY INCOME 
Reduction in income taxes through utilization of loss carry forward (Note 9) . 1,045,930 132,266 
TOTAL EARNINGS AND EXTRAORDINARY ITEM $ 4,386,694 $ 1,237,083 
EARNINGS PER COMMON SHARE 
Before extraordinary item $1.70 $0.51 
After extraordinary item $2.26 $0.58 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
for the year ended December 31, 1973 
1973 1972 

RETAINED EARNINGS, January 1 $ 3,586,791 $ 3,103,926 
Earnings for the year . MGB Pyaar ret ENE. f 4,386,694 1,237,083 
Reduction of equity of associated companies . — (338,737) 
Dividends paid — preferred shares (164,350) (415,481) 

— common shares (92,149) — 
RETAINED EARNINGS, December 31 $ 7,716,986 $ 3,586,791 


12 


WARNOCK HERSEY INTERNATIONAL LIMITED 


and subsidiary companies 


CONSOLIDATED STATEMENT OF CHANGES IN WORKING CAPITAL 


for the year ended December 31, 1973 


NOMI D 
[Btprcsyg 


WORKING CAPITAL INCREASED BY: 

Total earnings and extraordinary item 

Items not requiring an outlay of funds: 
Minority interest in earnings and extraordinary item . 
Depreciation and amortization 
Gain on sale of fixed assets . et) vee 
Decrease (increase) in equity of associated companies 


Losses on disposal of investments in subsidiary and associated companies (Note 1) . 


Other 


Working capital of subsidiaries ARAN during the year net of working capital 
of subsidiaries sold . fob diy SHCA Hn EM ted ba Riel wea be EGR LP ao he 


Proceeds on issue of long-term debt . 

Proceeds on sale of subsidiaries 

Proceeds on issue of common shares 

Proceeds on sale of fixed assets pA 
Reduction of notes and mortgages receivable . 
Payments received under executive stock option plan 


WORKING CAPITAL DECREASED BY: 
Investment in subsidiary and associated companies 
Reduction of long-term debt 

Purchase of fixed assets . } 

Advances under executive stock option plans . 
Repurchase of preferred shares 

Payment of special taxes . 

Payment of dividends . 


INCREASE IN WORKING CAPITAL . 
WORKING CAPITAL, January 1 


WORKING CAPITAL, December 31 


1973 


$ 4,386,694 


35,638 
2,171,098 
(4,743) 
(3,097) 
1,009,368 
171,881 


7,766,839 


4,524,288 
11,078,656 
426,758 
200,000 
150,733 
275,510 
94,800 


24,517,584 


10,458,931 
4,587,060 
3,229,402 

159,386 

90,375 
204,830 
256,499 


18,986,483 


5,531,101 


11,989,677 


$17,520,778 


1972 


$ 1,237,083 


55,192 
1,572,904 
(29,851) 
143,643 


49,503 


3,028,474 


3,325,128 
9,751,480 


408,084 
300,515 
106,000 


16,919,681 


8,397,976 
5,187,041 
2,769,156 


415,481 


16,769,654 


150,027 


11,839,650 


$11,989,677 
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CONSOLIDATED BALANCE SHEET 
as at December 31, 1973 


ASSETS 


CURRENT 

Gash, and) deposit: receipts i aay ie tye a aN 
Marketable securities, at the lower of cost or market (Note 2) . 
Accounts and notes receivable . 


Inventories, valued at the lower of cost or net realizable value . 


Prepaid expenses 


OTHER ASSETS 
Mortgages and notes receivable, net of current portion . 
Advances in respect of executive stock option plans (Note 3) 


Investments in associated companies, at equity value (Note 1) . 


FIXED 
Land, buildings and equipment, at cost . 
Less: Accumulated depreciation 


INTANGIBLE 


Excess of cost of subsidiaries over the values assigned to the net assets (Note 1) . 


Less: Accumulated amortization 


ON BEHALF OF THE BOARD 
P. N. Thomson, Director 


J. Claude Hébert, Director 
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1973 


$ 2,045,176 
3,105,198 
20,395,950 
12,504,964 
687,789 


38,739,077 


481,091 
358,586 
208,423 


1,048,100 


46,049,393 
22,223,602 


23,825,791 


4,467,816 
309,736 


4,158,080 


$67,771,048 


1972 


$ 3,392,847 
4,390,199 
12,236,045 
8,207,926 
648,148 


28,875,165 


719,926 
294,000 
866,469 


1,880,395 


38,978,320 
18,486,364 


20,491,956 


895,253 
72,337 


822,916 


$52,070,432 


WARNOCK HERSEY INTERNATIONAL LIMITED 


and subsidiary companies 


LIABILITIES 


CURRENT 

Bank indebtedness, secured CRE 
Accounts payable and accrued charges . 
Dividends payable. . ... . 

Income and other taxes payable 

Deferred income taxes — current portion 
Long-term debt due within one year (Note 4) 


LONG-TERM DEBT, less amounts due within one year (secured) (Note 4) 


Bank loans 
Other loans 


DEFERRED INCOME TAXES 
MINORITY INTEREST 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 5) 

Preferred shares of $25 par value, issuable in series 

Authorized 300,000 shares 

Issued 107,180 shares (1972 — 110,795 shares) 
$1.50 series “‘A’’ cumulative redeemable at $26.25 

Common shares of no par value 

Authorized 3,000,000 shares 

Issued 1,885,885 (1972 — 1,835,885 shares) 


RETAINED EARNINGS (Note 5) 


1973 


$ 4,955,264 
11,278,328 
40,193 
2,471,738 


2,472,776 


21,218,299 


18,034,047 
4,835,776 


22,869,823 


1,106,030 


472,248 


2,679,500 


11,708,162 


14,387,662 
7,716,986 


22,104,648 
$67,771,048 


1972 


$ 2,584,744 
7,982,421 
332,385 
1,961,544 
992,000 
3,032,394 


16,885,488 


11,994,650 
3,940,868 


15,935,518 


779,700 


604,898 


2,769,875 


11,508,162 
14,278,037 
3,586,791 


17,864,828 
$52,070,432 
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WARNOCK HERSEY INTERNATIONAL LIMITED 


and subsidiary companies 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1973 


1. ACCOUNTING PRINCIPLES 

The consolidated financial statements include the accounts of the 
Company and all of its subsidiaries. 

The Company policy of accounting for the difference between the cost 
of investment in a new subsidiary and the acquired equity in net assets 
is to assign this difference firstly to such of the acquired assets as 
may be undervalued in the accounts of the new subsidiary. Any 
excess is carried on the consolidated balance sheet as an intangible 
asset and amortized over a reasonable period of time. To date a total 
of $4,467,816 has been accumulated as an intangible asset of which 
$3,518,479 is with respect to manufacturing subsidiaries and $949,337 
with respect to service subsidiaries. These amounts are being amor- 
tized over 20 and 10 years respectively. 

Investments in associated companies are carried on the equity 
method. These consist of a 50% interest in Atomized Metal Powders, 
Inc. for 1972 and 1973 as well as for 1972 only, a 35.9% interest in 
Oceanus Indusiries (Bahamas) Limited. The latter was sold during 
19273 at a substantial loss which together with losses on the sale of 
certain smal! subsidiaries was more than offset by gains on the sale 
of marketable securities. 


2. MARKETABLE SECURITIES December 31 


Carrying value Market value 
973 1972 1972 


Power Corporation of 
Canada, Limited 
375,000 5% 
preferred shares 
(1972 — 50,000 
common and 
525,000 5% 
preferred 
shares) 


Miscellaneous 


2,965,600 4,150,601 4,218,700 8,181,000 
139,598 239,598 181,300 239,000 


$3,105,198 $4,390,199 $4,400,000 $8,420,000 


3. ADVANCES IN RESPECT OF EXECUTIVE STOCK 
OPTION PLANS 


The Company has at various times advanced funds to a trustee for the 
purchase of common shares of the Company to be made available to 
senior executives and key employees by way of options at the prices 
paid by the trustee for the shares so purchased, 

The outstanding balance is represented by: 


a) The cost of 25,000 shares out of an original 100,000 $100,000 
shares acquired by the trustee in 1971 at a cost of 
$400,000. (Options for 62,500 shares were exercised 
in 1972 and for 12,500 shares in 1973 — of the remain- 
ing 25,000 shares, options with respect to 18,000 
shares may be exercised in whole or in part up to 
June 30, 1976, and with respect to 7,000 shares in 
amounts of 2,000 shares each during 5 year periods 
commencing October 1, 1973, 1974 and 1975 and 
1,000 shares during a 5 year period commencing 
October 1, 1976). 


Amounts due under terms of a deferred payment plan 
for options exercised which allows for five a, 
annual ‘instalments 

b) The cost of 15,000 shares — ekereisable at $9. 10 jee 
share as to 3,750 shares in each of the years com- 
mencing May 1, 1974, 1975, 1976 and 1977 with all 
rights to exercise expiring on April 30, 1978. . 

c) The cost of 2,900 shares (at an average of $7.88 ee 
share) as part of an authorized amount of 15,000: 
shares. Options for these shares have not as yet been 


99,200 
136,538 


allocated. 22,848 


$358,586 


4. LONG-TERM DEBT 

During 1973, the Company used surplus funds to prepay certain 1974 
maturities of long-term debt aggregating $1,952,700. The remaining 
portion of 1974 maturities and those for the years 1975 to 1978 inclu- 
sive are as follows: $2,472,776, $4,540,186, $4,414,085, $3,839,980 
and $2,612,440 respectively. 

Of the $22,869,823 of long-term debt due beyond 1974, $11,040,436 
is due by the Company and $11,829,387 is due by subsidiaries. The 
total is comprised of $18,034,047 of term bank loans, $1,962,627 of 
mortgages payable, $2,132,232 of notes payable and $740,917 of 
other loans, Interest rates for the term bank loans fluctuate with 
changes in prime rate while rates for other items of indebtedness are 
usually fixed for the term of the debt. The average rate of interest in 
effect on December 31, 1973 was 10%. Provincial government sub- 
sidies on certain items of indebtedness reduce this average rate by 
approximately Y2 of 1%. 


5. CAPITAL STOCK 


During 1973, the Company purchased for cancellation 3,615 shares 
of the $1.50 cumulative redeemable preferred series “‘A’’. Accordingly, 
retained earnings include an amount of $324,125, equal to the par 
value of shares so cancelled to date, representing capital surplus 
pursuant to section 62 of the Canada Corporations Act. 


50,000 common shares were issued during the year pursuant to an 
option granted in 1971 to a senior officer and director at $4.00 per 
share for a total consideration in cash of $200,000. 


The Company has reserved 15,000 shares of the unissued common 
stock for purposes of stock options granted in 1972 to senior officers 
(7,000 shares) and key employees (8,000 shares) exercisable at $8.00 
per share as to 3,750 shares in each of the years commencing 
December 1, 1973, 1974, 1975 and 1976 with all rights to exercise 
expiring on November 30, 1977. 


6. REMUNERATION OF DIRECTORS AND OFFICERS 


Number of directors . 11 
Remuneration as such $ 29,668 
Number of officers 9 
Remuneration as such $336,951 


Number of officers who are directors . . . . . . . 2 


7. CONTINGENT LIABILITIES 

Capital Management Limited, a subsidiary company, and its subsid- 
iary, All-Canadian Group Distributors Limited, are defendants in 
various lawsuits arising out of a management agreement. Legal 
counsel is of the opinion that such lawsuits are not well founded. 


During 1971, a dispute arose between a wholly-owned subsidiary and 
one of its customers in respect to the cancellation of a supply contract, 
performance of which is guaranteed by the Company. While the 
amounts discussed between the parties are substantial, no formal 
demand has as yet been made. 

Legal counsel has advised that in the event of a formal demand or 
subsequent litigation, the Company and its subsidiary have defenses 
of real substance. A modest provision for losses, if any, has been 
made in the accounts with respect to this dispute. 


8. CONTRACTUAL OBLIGATIONS 


The directors have approved for expenditure in 1974 an aggregate 
of $4,600,000 for the construction and equipping of a new plant and a 
major expansion of an existing plant. In the former case, an agree- 
ment has been reached for the sale of existing facilities for a price of 
approximately $1,500,000. 


9. INCOME TAXES 

Losses accumulated in prior years by the Company and certain sub- 
sidiaries and amounting to approximately $5,700,000 may, for income 
tax purposes, be applied to future earnings. 
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